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	Comments


On 11/15/06, WMS expressed a concern about addressing Wholly Related Affiliates in conjunction with the removal of the Default QSE provisions given the time constraints for PRR 698.  WMS suggested that the Wholly Related Affiliates could be addressed as a separate PRR.  ERCOT believes that the changes noted below remove the Wholly Related Affiliates concept from PRR 698.  The definition of Wholly Related Affiliates is removed from Section 2.1, and a sentence is removed from each of Sections 16.2.9.1.4 and 16.2.12.
The current Default QSE Agreement terminates on 12/31/06.  ERCOT staff requests that PRR grant urgent status to PRR698 so that it can be implemented by January 1, 2007 and obviate the need for ERCOT Staff to negotiate another Default QSE Agreement.

	Proposed Protocol Language Revision


2.1
Definitions







16.2.1
Criteria for Qualification as a Qualified Scheduling Entity (QSE)

To become and remain registered and qualified as a QSE, an Entity must:

(1)
Execute a QSE Agreement;

(2)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a QSE;

(3)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of complying with the requirements of all ERCOT Protocols and guidelines;

(4)
Satisfy ERCOT’s creditworthiness requirements as set forth in this Section;

(5)
Comply with the backup plan requirements outlined in the ERCOT Operating Guides; and

(6)
Be generally able to pay its debts as they come due.  ERCOT may request evidence of compliance with this qualification only if ERCOT reasonably believes that a QSE is failing to comply with it.

If a QSE chooses to use EDI transactions to receive Settlement Statements and Invoices, it must participate in and successfully complete testing as described in Protocol Section 23, Texas Test Plan Team Retail Market Testing, prior to commencing operations with ERCOT.

QSEs shall promptly notify ERCOT of any change that materially affects the Entity’s ability to satisfy the criteria set forth above.  If a QSE fails to inform ERCOT within one (1) day of a material change in the information provided which may affect the reliability or safety of the ERCOT System or the financial security of ERCOT, ERCOT may, after providing notice to each Entity represented by the QSE, refuse to accept schedules from the QSE and take any other action ERCOT deems appropriate to prevent ERCOT and/or Market Participants from bearing potential or actual risk(s), financial or otherwise, arising from such deficiency(ies), and in accordance with these Protocols.

A single Entity executing a QSE Agreement may partition itself into any number of subordinate QSEs ("Subordinate QSEs"), each of which shall be treated as individual QSEs for all purposes except communication, liability, financial security, and financial liability requirements under Section 16.2.  Notwithstanding the forgoing, if a single Entity requests to partition itself into more than four (4) Subordinate QSEs, ERCOT may implement the request subject to ERCOT’s reasonable determination that the additional requested Subordinate QSEs will not be likely to overburden ERCOT’s staffing or systems.  ERCOT shall adopt an implementation plan allowing phased-in registration for these additional Subordinate QSEs in order to mitigate system or staffing impacts.  However, said registration shall not be unreasonably delayed.  Security and financial liability shall be cumulated for all Subordinate QSEs for the single Entity executing the QSE Agreement.  The Entity executing the QSE Agreement will have overall responsibility for all requirements set forth in this Section 16.2, Registration and Qualification of Qualified Scheduling Entities and any liability contained within these Protocols. 
16.2.8
Monitoring of Creditworthiness by ERCOT

ERCOT shall monitor the creditworthiness and credit exposure of each QSE and its guarantor, if any.  To enable ERCOT to monitor creditworthiness, each QSE and its guarantor, if any, shall provide to ERCOT:

(1)
quarterly unaudited financial statements not later than sixty (60) days after the close of each of the issuer’s fiscal quarters; and

(2)
annual audited financial statements not later than one hundred twenty (120) days after the close of each of the issuer’s fiscal year;

Provided, however, that if a QSE’s financial statements are publicly available electronically and the QSE provides to ERCOT sufficient information to access those financial statements, then the QSE shall be deemed to have met this requirement.  ERCOT may extend the period for providing annual audited statements on a case-by-case basis.

With respect to a QSE that meets ERCOT creditworthiness requirements pursuant to Section 16.2.5.1.1, Requirements for Establishing Creditworthiness Rating, for any portion of its creditworthiness requirement, such QSE shall inform ERCOT within three (3) Business Days if it has experienced a material change that might reduce the QSE’s Unsecured Credit Limit.  ERCOT may require the QSE to meet one of the credit requirements of Section 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  If the QSE fails to promptly satisfy ERCOT creditworthiness requirements, then ERCOT may, after providing notice to each Entity represented by the QSE, take remedial action as set forth in these Protocols.

With respect to QSEs meeting creditworthiness requirements using an alternative means provided in Section 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, for any portion of its creditworthiness requirement, each QSE is responsible, at all times, for maintaining security in an amount at or above its TEL, EAL, and NLRI, as applicable, minus the QSE’s Unsecured Credit Limit.  ERCOT shall promptly notify each QSE of changes to its TEL, EAL, and NLRI and allow the QSE time as set forth in (1) below to provide additional security if necessary to maintain compliance with Section 16.2.5, QSE Financial Security.  If a QSE fails to provide additional security within the time allowed by ERCOT, ERCOT may, after providing notice to each Entity represented by the QSE, take remedial action as set forth in these Protocols.

ERCOT shall notify the QSE’s authorized representative(s) and credit contact when the QSE’s EAL reaches ninety percent (90%) of the QSE’s posted security.  ERCOT shall electronically issue a warning advising the QSE that it should consider increasing the amount of security posted with ERCOT.  However, failure to issue that warning does not prevent ERCOT from exercising any of its other rights under this Section 16.  If the QSE does not provide additional security by 1500 (i.e., 3:00 pm) on the second Bank Business Day from the date on which ERCOT provided notification, then ERCOT may notify the Entities the QSE represents of the QSE’s potential suspension.

A QSE’s scheduling privilege may be suspended when the sum of its TEL, EAL and NLRI equals or exceeds one hundred percent (100%) of its posted security.  The QSE is responsible, at all times, for managing its TEL, EAL, and NLRI or posting additional security in order to avoid reaching its limit.  Any failure by ERCOT to issue a notification as set forth in this subsection shall not relieve the QSE of the obligation to maintain security in an amount equal to or greater than its TEL, EAL, and NLRI.  To the extent that a QSE fails to maintain security in an amount equal to or greater than its TEL, EAL, and NLRI, ERCOT shall take the following actions:

(1)
ERCOT shall promptly notify the QSE, on a Business Day, of the amount by which the QSE must increase its security and allow the QSE (a) until 1500 on the second Bank Business Day from the date on which ERCOT delivered notification to increase the QSE’s security if ERCOT delivered its Notice before 1500 on a Business Day, or (b) until 1700 on the second Bank Business Day from the date on which ERCOT delivered notification to increase the QSE’s security if ERCOT delivered its Notice after 1500 but prior to 1700 on a Business Day.  ERCOT shall notify the QSE’s authorized representative(s) and credit contact if it has not received the required security by 1530 on the Bank Business Day on which the security was due; however, failure to notify the QSE’s representatives or contacts that the required security was not received does not prevent ERCOT from exercising any of its other rights under this Section 16.

(2)
ERCOT: (i) may require the QSE to self-arrange all of its Ancillary Service Obligations and (ii) shall not permit the QSE to bid for Ancillary Services until it has posted the additional security.

(3)
At the same time as it notifies the QSE, ERCOT may promptly notify each LSE and Resource Entity represented by the QSE that such LSE(s) and Resource Entity(ies) may have to designate a new QSE(s) if their QSE fails to increase its security.

(4)
If the QSE posts the additional security by the deadline in (1) above, then ERCOT may notify each LSE and Resource Entity represented by the QSE of that fact and permit the QSE to resume procuring Ancillary Services through ERCOT to meet the QSE’s Ancillary Service Obligations.

(5)
If the QSE fails to post the additional security by the deadline in (1) above, then ERCOT may suspend the QSE’s right to schedule and shall notify the affected LSE(s) and Resource Entity(ies) that the QSE has failed to post the required security.  In the event that ERCOT suspends some or all of a QSE’s rights, the affected Resource Entity(ies) and LSE(s) shall meet the requirements in Section 16.2.13, Designation as an Emergency QSE or Virtual QSE.
(6)
Notwithstanding the foregoing, upon ERCOT’s notification to the QSE that the sum of its TEL, EAL and NLRI equals or exceeds one hundred percent (100%) of its posted security, until the QSE posts the required collateral, ERCOT shall not be required to make any payment to that QSE unless or until that defaulting QSE (pursuant to Section 16.2.9, Payment Default and Late Payments by Market Participants) posts the additional collateral.  The payments that ERCOT will not make to that defaulting QSE include TCR Revenues, TCR Credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement.  ERCOT may retain all such amounts until the QSE has fully complied with its security and/or collateral posting obligations under the QSE Agreement, other agreements, and/or these Protocols.
16.2.9.1.4
Revocation of a Market Participant’s Rights and Termination of Agreements

ERCOT may revoke one or more of a Market Participant’s right to conduct activities under these Protocols.  ERCOT may also terminate a Market Participant’s Agreement with ERCOT, and may terminate any and all other Agreements between that Market Participant and ERCOT. 
If ERCOT revokes a Market Participant’s rights or terminates a Market Participant’s Agreements, then the provisions of Section 16.2.12, Suspended Qualified Scheduling Entity – Notification to LSEs and Resource Entities Represented and Section 16.2.13, Designation as an Emergency QSE or Virtual QSE apply.

If the defaulting Market Participant is an LSE (whether or not the default occurred pursuant to the Market Participant’s activities as an LSE), then on revocation of some or all of the Market Participant’s rights or termination of the its Agreements and upon notice to the Market Participant and the PUCT, ERCOT shall initiate a mass transition of the LSE’s ESI IDs pursuant to Section 15.1.2.9, Mass Drop, without the necessity of obtaining any order from or other action by the PUCT.  Even after revocation of its rights or termination of its agreements with ERCOT, the Market Participant will remain liable for all charges or costs associated with any continued activity related to the Market Participant’s relationship with ERCOT and any costs and expenses arising from the consequences of such termination or revocation.
16.2.12
Suspended Qualified Scheduling Entity – Notification to LSEs and Resource Entities Represented



If a QSE can no longer function as a QSE or if ERCOT suspends the QSE’s qualification, ERCOT shall notify the affected LSEs and Resource Entities that the QSE has been suspended and the effective date of such suspension.
If  an LSE or Resource Entity represented by the failed or suspended QSE is the same Entity as the failed or suspended QSE, the provisions of Section 16.2.9.1.4, Revocation of a Market Participant’s Rights and Termination of Agreements, shall apply to that LSE or Resource Entity, and that LSE or Resource Entity shall not be entitled to become an Emergency QSE. 






16.2.13.1
Designation as an Emergency QSE or Virtual QSE

(1) 
If a QSE has given Notice of its intent to terminate its relationship with an LSE or Resource Entity, that LSE or Resource Entity must, by noon on the fourth Business Day after the termination notice date, either
(a)
Designate a new QSE with such relationship to take effect on the Termination Date, or earlier if allowed by ERCOT; or
(b)
Satisfy all necessary creditworthiness requirements for QSEs as described in this Section 16.2, Registration and Qualification of Qualified Scheduling Entities.
(2)
If ERCOT has given Notice of an LSE’s or Resource Entity’s QSE’s suspension, that LSE or Resource Entity will be designated as a Virtual QSE for up to two (2) Bank Business Days, during which time it must either 

(a) 
Designate and begin operations with a new QSE; or
(b) 
Satisfy all necessary creditworthiness requirements for QSEs as described in this Section 16.2, Registration and Qualification of Qualified Scheduling Entities, and operate as an Emergency QSE as described below.
(3)
If an LSE or Resource Entity meets the creditworthiness requirements, the LSE or Resource Entity may be designated as an Emergency QSE and may be issued digital certificates and given access to the scheduling capabilities of the MIS as determined by ERCOT.
 (4)
If an LSE fails to meet the requirements of one of the options set forth in paragraph (1) or (2) above within the requisite timeframe, ERCOT shall, after notice to the LSE and the PUCT, 
initiate a Mass Transition of the LSE’s ESI IDs pursuant to Section 15.1.2.9, Mass Transition.
(5)
If a Resource Entity fails to meet the requirements of one of the options set forth in paragraph (1) or (2)  above within the requisite timeframe, ERCOT may (i) allow the Resource Entity additional time, as determined by ERCOT staff, to meet the requirements if the Resource(s) represented by the Resource Entity is necessary for reliability reasons, (ii) designate the Resource Entity’s Resource(s) as on a Planned Outage until such time the Resource Entity completes QSE qualification or designates a new QSE, and/or (iii) suspend the rights or terminate the Agreement of the Resource Entity pursuant to Section 16.2.9.1.4, Revocation of a Market Participant’s Rights and Termination of Agreements.  
(6)
For any Operating Day in which an LSE or Resource Entity is not either represented by a QSE or qualified as an Emergency QSE, ERCOT may designate the LSE or Resource Entity as a Virtual QSE. ERCOT may issue digital certificates to the Virtual QSE for access to the scheduling capabilities of the MIS.  A Virtual QSE shall be liable for any and all charges associated with Initial, Final and True-Up Settlements as well as any Resettlements applying to dates during which the Virtual QSE represented ESI IDs or otherwise incurred charges pursuant to these Protocols, along with any and all costs incurred by ERCOT in collecting such amounts.
 (7)
ERCOT shall maintain a referral list of qualified QSEs on the public MIS who request to be listed as providing QSE services on short notice. The list shall include the QSE’s name, contact information and whether they are qualified to represent Load and/or Resources and/or provide Ancillary Services. ERCOT shall not be obligated to verify the abilities of any QSE so listed.  ERCOT shall require all QSEs listed to confirm their inclusion on the referral list no later than the start of each calendar year.

16.2.13.2
Scheduling by an Emergency QSE or a Virtual QSE

An Emergency QSE or a Virtual QSE:

(1)
May represent only itself and may only submit schedules representing QSE-to-QSE trades and its Obligations; and
(2)
If an LSE, may submit schedules for transactions described in item (1) above only to the extent that those transactions are intended to serve the Load of its own ESI IDs; and
(3)
If a Resource Entity, may submit Schedules for transactions described in item (1) above only to the extent that those Schedules are wholly provided by the Resource Entity’s Resource(s).
16.2.13.3
Requirement to Obtain New QSE or QSE Qualification

Within seven (7) Business Days of receiving designation as an Emergency QSE, an Emergency QSE must either:

(1)
Designate a QSE that will represent the LSE or Resource Entity for purposes of scheduling and settlement with ERCOT, or;

(2)
Fulfill all QSE registration and qualification requirements.

After completing the requirements in item (2), ERCOT may redesignate the Emergency QSE as a QSE.  
If an Emergency QSE that is an LSE fails to meet at least one of the requirements listed above within the allotted time, then ERCOT shall, after notice to the Emergency QSE and the PUCT, initiate a Mass Transition of the LSE’s ESI IDs pursuant to Section 15.1.2.9, Mass Transition. 
If an Emergency QSE that is a Resource Entity fails to meet at least one of the requirements listed above within the allotted time, ERCOT may (i) allow the Resource Entity additional time, as determined by ERCOT staff, to meet the requirements if the Resource(s) represented by the Resource Entity is necessary for reliability reasons, (ii) designate the Resource Entity’s Resource(s) as on a Planned Outage until such time the Resource Entity completes QSE qualification or designates a new QSE, and/or (iii) suspend the rights or terminate the Agreement of the Resource Entity pursuant to Section 16.2.9.1.4, Revocation of a Market Participant’s Rights and Termination of Agreements.
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